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FINAL ISSUE - Coop's Technology Digest 
Two thousand, nine hundred and twelve printed pages ago (August 1, 1993) CTD was 


launched. Readers keen to stay abreast with the latest events and technology in the 
satellite TV world are advised to subscribe to SatFACTS Monthly (see last page, here). 
Others who have a special attachment to the CTD format and style are also advised to 
turn to the final page here for another option. 


Those damned boxes 

If there was one element in the grand design for satellite (and cable) pay-TV delivery which seems to 
have slipped by without appropriate study prior to the launch of today's world network of pay-TV 
services, it is "that damned box." Set-top boxes, STBs or decoders and the costs associated with them 
are directly responsible for the hundreds of millions of dollars lost every month by pay-TV 
programmers. It did not have to be that way. When pioneering encrypted analogue 4 channel service 
was launched in the UK (1991), consumers purchased their receiving systems and paid money 
monthly to retain an activated smart card for reception. But the system was flawed by adoption of an 
inferior encryption technology and piracy of the smart cards flourished because anyone could walk 
into an electronics shop, purchase a receiving system and then go next door to the pub and find a 
fellow selling piracy cards to make the system work. 

The business answer to this dilemma was the introduction of digital format transmission and a newly 
designed (and at the time less vulnerable) encryption system. Digital required new STBs while at the 
same time offering a tremendous enlargement of the channel service base. In less than ten years, UK 
viewers leapt from 4 channels of analogue to more than 400 channels of digital; a 100 fold increase. 

Unfortunately for the programme service provider, revenue did not increase 100 fold. Today's 400 
channel+ package is only slightly more than twice the 1992 four channel package price. Either 
wholesale programming costs have gone down to 1/50th of their 1992 rates or something is dreadfully 
wrong with the business plan. 

In fact, all programming costs have increased; ESPN (the American sports channel) is now 2.5 times 
the per subscriber cost of 1992. CNN is 1.8 times the 1992 cost in US dollars after adjustments for 
inflation. movie package prices purchased by Sky NZ, Foxtel/Austar are down slightly from decade 
ago rates but then neither Sky NZ (via satellite) nor Foxtel/Austar existed in 1992. 

Sky NZ is rightfully pleased that it is now attracting around 36% (their number) of NZ homes to 
their service. Not many satellite delivered pay-TV services in the world have achieved a similar 
performance record. In fact, none have. But there are comparisons that still must be made. 

Pay-TV in its cable delivery mode tops 90% penetration in several European countries (Belgium and 
the Netherlands are the leaders here), exceeds 80% in Canada, is pushing 70% in the United States. All 
of these countries entered cable TV delivery as a technology in the 1948 - 1965 period so the oldest 
(USA) is now 54 years old - nearly three "human generations" of consumer familiarity with what cable 
offers. 

Perhaps a more valid "comparison" would match Sky TV's uptake with the first ten years of a 
consumer appliance - the home video recorder. There is logic to such a comparison. When first 
introduced the VCR was priced in the (NZ)$1,000 range, dropping over the first five years to just 
under $500. Penetration reached 30% of homes while the VCR remained in the $500 cost range 
(1992). 
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The VCR provided no new programming, only the ability to “time shift" existing programmes. Nor 
did ownership allow access to previously free to air programming such as NZ Rugby which along the 
way Sky NZ managed to convert to a pay service offering. 

The cost of a Sky installation remained in the $500 region for the better portion of ten years; some 
people still pay that much for a new installation (a combination of their location and the programming 
package they select). However, while the $500 VCR and the $500 Sky installation are comparable, the 
next steps are not. é 

First - Sky retains ownership of the equipment 

Second - Sky also requires a monthly fee for continued access to the programming 

Suppose, for discussion, the VCRs had been sold in a similar manner - an initial fee of some 
consequence, and a monthly fee to "maintain" its operation? How would that have impacted on the 
growth of VCRs? 

We can find the answer to that one. PVR (hard drive rather than tape) recorders were first introduced 
in 1998 and became a viable product (in the USA first, then Europe - still not in Australia nor New 
Zealand) by 1999. The PVR is to home recording what colour was to the first television broadcasts: 
Once you experience it, there is no going back a step. Moreover, the PVR is (relatively speaking) 
inexpensive - under US$200 currently at American discount houses. But - there is a monthly (or 
annual or lifetime) “operations maintenance fee" as well. Not a big one, but a fee (US$10 per month) 
none the less. 

PVR sales have languished, despite a reasonable retail price and technical features which totally 
recreates the home recording experience. It is fair to ask, why? 

PVR management folks ask the same question, daily; hourly. "We have a much better product, it is 
fairly priced, and sales stink!" 

The answer (and they know this) is buried in the "real reason" people buy a VCR to begin with. 
Recording TV shows (time shifting) is only one element and for what appears to be the vast majority 
of buyers, a very secondary reason for purchase. Rental movies - that's where the action is (and always 
has been). 

Movie rentals are in the same game as subscriptions to Sky or Austar or Foxtel. Well, almost. In the 
case of rental, as often as not the movie you select is by your choice whereas in the case of the pay-TV 
services, the movies have been chosen by someone else. The pay-TV folks (including Sky NZ) have a 
partial answer to this challenge: Pay-per-view movies which you order through a toll free call, 
delivered directly to you set-top box. Unfortunately, the "inventory" on pay-per-view is minuscule 
when compared to the stock at the corner video store. And in fact, someone else is still selecting the 
options for you because the inventory is indeed small. 

The PVR people would love to break out of the record-only box. For example, if the PVR could 
somehow be connected to a telephone line with sufficient "thru-put" capacity to allow a movie to be 
downloaded during off-peak telephone hours (such as when you are asleep), then it would become a 
"movie on demand" player. The technology already exists, but for most people the delivery system 
(the telephone line) is simply not capable of handling the huge block of bits and bytes which makeup a 
full length movie (20 hours to download one movie is not very attractive). 

The world's largest distributor of PVR capacity machines is Echostar - the American folks who 
operate the DISH TV pay network via satellite. DISH offers home satellite receivers to consumers with 
a built-in PVR for a few hundred (US) dollar premium above and beyond the normal price of a set-top 
box. Quietly, DISH has done so well selling this option that they will pass the 1,000,000 level before 
the end of this calendar year. How impressive is that? More than twice as large as - everyone else 
combined. 

What makes DISH's marketing work and others not work? DISH delivers movies, just like Sky NZ 
does, on a "per view for pay" formula. But with the PVR equipped home, DISH can deliver the movie 
to the home within a time frame window (12 midnight to 6AM, for example) and the movie goes 
directly to the PVR hard drive where it is now residing awaiting the home's instruction to play back. 
This marketing approach has caught the interest of a million homes and DISH forecasts passing two 
million homes by mid-2004. 

So there is a "use" for the PVR hard drive system after all - relating to movies and pay-TV. With a 
significant satellite transponder capacity available, DISH can "bunch" movies within a time frame 
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window and deliver a movie not just to one home or a dozen homes but thousands of homes 
simultaneously - fulfilling all of that day's orders for a particular movie to a particular home with one 
showing of the film. It is an electronic video store with no real physical inventory. 

Closer to home 

In Australia, there continues to be a wide range of views regarding which STB, who provides the 
STB, who pays for the STB and - even what the STB does. Our report: 

The Federal Government is ready to hold a summit on set-top boxes later this year, to decide just 

how cluttered the television sets of Australians will be as pay and digital TV infiltrate more homes. In 
an interview with the Herald, the Communications Minister, 
Richard Alston, discussed the "intricate mosaic” of broadcasting reform - including multichannelling, 
slashing the list of protected sports events, and the rationalisation of pay TV - and said he wanted to 
resolve the issue of set-top boxes this year. "We may well end up having a summit on this to thrash it 
out," he said. "I think we'd like to resolve it one way or another, certainly in terms of whether there's a 
need for government intervention or legislation. We want to clear the air." Commercial broadcasters 
are pushing for a common set-top box for pay TV and free-to-air digital TV, arguing that two boxes 
are too costly for consumers. This is opposed by pay TV operators, who do not want to subsidise the 
networks. 

Senator Alston appears unmoved by the calls for a single set-top box. "We want them to drill down 
and demonstrate a business case for all this and there might well not be [one] at all - particularly if the 
starting point is [that] set-top boxes are so expensive people can't afford two, therefore we need to 
share a single box. That falls over if all of a sudden there are very cheap set-top boxes around and that 
may well be what's going to happen in the not too distant future. "At the end of the day, does it really 
matter if you have three devices?” Senator Alston has faced criticism over his digital television regime, 
with a paltry number of set-top boxes (which receive the digital signal) sold. Industry groups have 
been reluctant to release a figure but it is believed to be well below 30,000. The minister 
acknowledged that he planned reforms that would allow commercial networks to broadcast multiple 
channels, a move which would give viewers more programming choices and encourage the take up of 
digital technology. But there was "no dramatic urgency" about it, he said. The plan has been fiercely 
opposed by the cable operator Foxtel, as well as the Nine and Ten networks, and was pulled from the 
cabinet agenda. "Our job is really to ensure we take all their views properly into account, we don't 
commercially disadvantage them, but at the end of the day we have a workable regime that's in the best 
interests of consumers." On the question of the anti-siphoning legislation governing sports broadcasts, 
Senator Alston said Australia's list of sports events for which free-to-air broadcasters had first rights 
was "much bigger" than in Britain. "As you work down the list you find more and more of that stuff 
doesn't find its way to free-to-air and you quite rightly look at whether the list needs to be overhauled 
or rationalised. I think it does," he said. Events the Government is considering removing from the 
guaranteed free-to-air list include the Hong Kong Sevens rugby, and various cricket and tennis events. 

In New Zealand, Sky NZ has been promising release of a "higher grade" of STB for more than a 
year. These are the options: 

1/ Allow the home to access two (or more) separate Sky channels simultaneously (presently if a 
home wishes access to more than one channel, they must rent/lease [$25 minimum per month] an extra 
STB (which comes with its own smart card). 

2/ Allow easier connection to a second (third) TV set (the primary set has the STB, the STB has two 
outputs to connect via UHF to secondary sets). 

3/ Allow greater versatility for expansion of Interactive services (T/E-mail, home shopping; a 
separate miniature 'keyboard' for creating text messages and entering commands not possible with a 
standard Sky remote). 

The more features of course the greater the cost-to-Sky for the STB. Standard (Pace or Zenith brand) 
STBs average US$210 landed in NZ. DISH pays an extra $120 per STB when it adds the PVR 
function and consumers typically have responded well to the feature (although perhaps they would not 
if DISH had not worked out their cleverly marketed pay-per-view movie download function). 

Creating a Sky model capable of (1) two pay-channels simultaneously, (2) two [UHF] outputs and 
(3) add-on optional (at additional customer expense) brings the POM (point of manufacture) cost to 
the region of US$290 - not including the keyboard. A similar model is on offer by Samsung (TF4000) 
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with a discounted (consumer) price of 699 euros in Germany - only, this one a/so includes 40GB 
HDD (hard drive recorder). Dealing with the improvements individually: 

1/ Two channels simultaneously. First the IRD requires "twin" tuners - one to tune in a channel, # 
two to tune in a second channel. Then the STB requires "twin" conditional access processing, circuits 
and twin smart cards. The smart card is provided by the programmer. 

There is a security problem here; the extra smart card. Presently, Sky charges $25 for a second STB 
into a home which includes a second smart card. Both STBs are connected to the same dish system 
through a signal sharing splitter arrangement. The second card is Sky programmed for the same 
channels as the primary card. 

With two STBs and two cards, the second set can "wander" and Sky is aware that people who have 
two "in their home" may not in fact have the second one "in that home." $25 per month is a reduced 
cost for Sky service at any level (except the free to air package) and allowing a 
friend/neighbour/relative to use the second box is not uncommon. With one STB and two cards (one 
for each of the twin tuners), Sky reduces the odds favouring STB + card "wander." The card can still 
wander but without a STB to stick it in, well, not much of value there for a would-be "cheater." 

Except. Swap meets and boot sales have begun to be regular sources for Pace and Zenith Sky digital 
boxes - typical street selling price under $200. Some even come with (no longer in service) smart 
cards. Sky, try as it might, cannot collect each and every STB when a subscriber moves or simply 
gives up the service (current annual disconnect rate is around 11%; 11 out of each 100 subscribers will 
de-subscribe sometime this year and that is 11 STBs that must be properly retrieved and put back into 
the system). Who buys these STBs? Remember, the seller does not own the unit and is therefore 
selling something that does not belong to them (Sky has never sold them - to date). 

Folks with vacation homes are near the top of the "client" list. For around $100 somebody will 
install the 65 cm dish antenna and electronics on your vacation home, and then if you connect it to the 
Swap Meet procured digital box - all you need to bring with you when using the vacation home is the 
smart card. Where does the "second" 65 cm antenna and electronics come from? Remember the 11% 
churn (disconnect) rate? That's 11% this year, at least that much last year, more than that the year 
before. Over the history of the digital service, approaching 1/3rd of all dish installs you see on roofs 
are dormant, not doing anything; sitting there unconnected. And a ready source for an enterprising 
installer to make a 30 minute stop, demount the dish and grab the electronics for a new clandestine 
installation. One he does not report to Sky. 

2/ Easier connection to a second TV. Sky routinely charges $25 to $50 installation fee when the 
installer is asked to connect a second TV set to the STB. This is a simplistic "splitter" task. The STB's 
normal UHF channel output which can connect to the TV set nearby is line-split using a $5 splitter. 
Now half of the UHF channel output from the STB goes to one TV set and through an extension cable 
run to the second TV set location, the balance goes there. 

The splitter is external, an add-on supplied by the installer. Some STBs build the splitter into the 
decoder box and provide a second RF/UHF/"F" connector output to run directly to the second set 
location. But the benefit is to the installer, not the subscriber. 

Now, if the STB has twin tuners and twin cards, what we really need 1s two separate UHF outputs - 
one connected to tuner-smart card "A" and one connected to tuner-smart card "B." This would allow 
one smart card/channel selector to access one channel of Sky while the tuner-smart card accesses 
another Sky channel. Or, do we really need this? 

Only a minor percentage (under 25%) of Sky installs actually use the UHF output for the first set, at 
all. Any TV equipped with either RCA sockets (Video and audio input), SCART inputs can be 
connected to the Sky STB through appropriate audio/video cables. If there is a VCR between the STB 
and the TV set, it likewise can be connected using the A/V sockets. This means the UHF output on the 
STB is already available to run through a new coaxial cable to a second (bedroom, etc.) TV set. 
Without adding a splitter; inside or outside of the STB. 

3/ Greater flexibility for E/T and other services. The only role model we have to study is in the 
UK where BSkyB made a great deal of press release noise concerning the "high level of uptake" for 
their "interactive" services. Two years have now passed. The truth is far less press worthy. For 
example, ten of the initial commercial backers of "shopping on line" have backed out. Gone away, not 
interested in renewing their contract with BSkyB. Big names like Woolworths are quietly explaining, 
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"on-line shopping is an interesting option, one we will not discount but the timing is not yet right." 
Translation? It is not profitable for the commercial participants. 

Still, to do anything of interest with "interactivity" one needs more than a STB remote control 
(creating an E-mail message with a STB remote is a not-interesting lesson in frustration). The answer, 
not yet a commercial success anyplace (including the UK) is to provide an infrared connected 
miniature keyboard so the user can sit down in front of the TV and pretend they are using a real 
keyboard. Early reports? Not as frustrating as the STB remote. And very likely not headed for 
commercial success either. 

Into this uncertain world comes word that Sky will begin marketing, initially through outlets such as 
Dick Smith Electronics and shortly there after chains such as Harvey Norman, their own version of the 
BSkyB interactive-design STB - before Christmas. Sky gains two ways here. 

First - by "selling" STBs through DSE and other outlets, Sky no longer has to carry a subsidised 
value for the decoders on their books. They may not make any real margin on the pass-through DSE 
products but at least they incur no subsidy liability. 

Second - They get out of the very costly and risky business of providing peripheral components; 
items such as the miniature keyboards. 

Early adopters of the new "expanded capacity" Sky STBs, buying through DSE, will be reasonably 
computer literate and have fewer problems with making the system ‘work’. Sky installers, well known 
for their technical incompetence, will not have to be trained to integrate computer technology with 
satellite technology (it is amusing to go through Telecom listings nation-wide and identify the firms 
promoting their "Sky installation skills" who spell satellite satelite! As a group, these are not the 
sharpest tools in the toolbox.). 

What Sky gets out of this is "good marks" in the financial community for pressing ahead with 
"leading edge technology" and suitably impressive "press" in newspapers and business publications - 
at no real cost to themselves and even less exposure to customer complaints ("Got a problem? Go back 
to Dick Smith!"). 

Bottom line? There is no "business model" in satellite delivered interactivity. There are no profits 
here, only a bottomless pit ready to consume vast sums of investment dollars. The minute you venture 
outside of delivering television programming to a television set, you are on a one way street to 
financial ruin. 

The Future Of NZ Digital TV technology 
Paul Norris and Brian Pauling, both of the New Zealand Broadcasting School, Christchurch 

Polytechnic Institute of Technology, undertook research for NZ On Air on the ways in which new 

technologies may change the face of the broadcasting environment. 

"TVNZ's announcement of a deal to transmit a digital service via Sky has brought the new 
technology another step closer. But what effect will digital technologies have on our television, in 
particular New Zealand-made programmes? The digital environment so familiar to PC users is 
invading the world of television and the main changes in the revolution are already under way. 
Already much television programming is produced on digital equipment, cameras and editing gear, 
and within the next 10 years or so all transmission systems will move to digital. Viewers will need a 
set-top box to decode the digital signal, or one of the new digital television sets appearing in some 
countries. For viewers, this will mean the possibility of many more television channels. Up to 10 
digitally compressed channels can be transmitted over the spectrum required for one analogue channel. 
It will mean clearer pictures and sound. But most of all, it will mean an extraordinary revolution in 
what we understand by television. Television will become interactive and "me-centred " and no longer 
will viewers have to sit back as traditional couch potatoes and accept the programme schedules that 
broadcasters have ordained for them. They will have a huge increase in the range of choices available. 
Using the Internet, they will be able to download video from sources anywhere in the world at their 
own time and convenience. Interactive television proper is far more than just using the remote to 
access enhancements to standard programming, such as different rugby or tennis games, a variety of 
camera angles, match statistics or player biographies. Through a return path to the content provider, it 
also enables the viewer to initiate actions, such as playing along with game shows, doing a little 
gambling, engaging other players in new games which are not on television, and of course core 
activities such as shopping and banking. 
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In New Zealand, Sky is about to introduce some limited interactive services, including weather, 
sports statistics, games and e-mail, using an infra - red keyboard. This raises the key issue of the 
convergence of computing and broadcasting, and whether one device may ultimately prevail. Using 
the TV for e-mail suggests the television set is becoming more like a computer. Some interactive 
providers offer access to the Internet through the television set, and there are those who argue that if 
there is to be universal access to the Internet this can best be achieved through television, as most 
households have a television set, whereas even in New Zealand with its relatively high penetration of 
PCs, only just over half of all homes have a PC. Then too, the Internet is moving closer to television. 
Broadband delivery means that full motion video can be sent over the Internet and received on a PC, 
meeting broadcast quality standards. Broadband is simply a delivery system of sufficient bandwidth to 
convey large amounts of digital information at speed. The advantage of broadband is that it provides 
high-speed Internet access and it is "always on," in contrast to narrowband access using a dial-up 
modem. Once broadband is widely available, it will open up enormous possibilities for the accessing 
of video programming over the Internet. True video on demand will become a reality, with users able 
to access programmes from vast databases of video on servers as and when they want it. Different 
countries are at different stages in achieving high-speed Internet access via broadband. Access may be 
via the phone line, using what is known as Digital Subscriber Line (DSL) technology in New Zealand 
we have Jetstream or it may be through digital cable, digital satellite or wireless. Another significant 
development is the personal video recorder (PVR). These can record up to 60 hours of programmes on 
the hard disk of the recorder or set-top box, and allow viewers to pause, rewind or replay while they 
continue to record. Furthermore the PVR can "learn " the viewer 's programming likes and dislikes, 
and can then search for relevant programming and assemble a customised channel for the viewer. Ifa 
viewer 's dislike extends to the ads, the PVR can simply omit them. Not surprisingly, the advertising 
industry is very wary of PVRs. When broadband is seen in conjunction with the PVR, the scope of the 
revolution is apparent. If viewers are able to access their choice of movies and other forms of 
entertainment programming the stuff of television at their convenience, the television industry as we 
know it will be immeasurably weakened. As it is, the market share of commercial free-to-air 
television is declining world-wide in the face of the challenge from pay TV. Add recession and an 
advertising downturn and the prospects for commercial television look bleak indeed. Viewers 
deserting television because they perceive they are getting better service and value over the Internet 
could be the final straw. What is unknown and unknowable is how far this revolution will go and at 
what speed. It seems most likely that there will be a form of coexistence between television and the 
Internet, with television perhaps having to find new business models to survive. But there are 
significant implications for television in New Zealand, particularly for programmes funded by the 
taxpayer through NZ On Air. If the commercial television channels TVOne, TV2, TV3 and TV4 and 
Prime are reaching fewer and fewer viewers, should NZ On Air be working towards new strategies to 
reach its target audiences? Might such strategies include funding programmes on pay channels, or even 
establishing its own portal through which viewers could access an archive of the best of New Zealand 
programmes, past and present? That would be one response to the ephemeral nature of television 
played once and gone forever. It would also see NZ On Air moved firmly into the digital age, our own 
Kiwi stake in the ground in the face of a vast array of content available from global sources unmindful 
of our national identity and culture. 

Coop's comment: I hope this report (above) was a synopsis and not the fu// document. Surely NZOA 
deserves a more comprehensive analysis of how changes in technology are already impacting their 
funding schemes. Obvious in omission - that Sky's carriage of TV3, TV4, Prime is encrypted and 
viewers do not have a choice to receive these NZOA funded FTA channels except by paying a 
subscription fee to Sky. An example of this negative effect follows. 

Continued complaints about Sky's FTA "policy" 
E-mail report of web site posting: 
From Roger Hambridge Johnson Subject: SKY TV. 
I have just spoken to Prime TV about getting Prime TV fta on my own decoder. The answer they gave 
me was to get in touch with Sky and they would connect me up to Prime at a price I find as day light 
robbery. Why should Sky charge the elderly, who have no source of income, the right to watch some 
thing one can watch in the cities for free but if one would like to buy there own system at a one off 
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cost with no on going charges like a | year contract and also a weekly charge rob the poor of what 
little spare money they have for entertainment. The same also goes to TV3 and TV4. Lets put things 
another way. If I was an advertiser the first thing I would do is to boycott the 3 channels to force Sky 
TV to make the channels fta and allow the people of New Zealand to purchase their own equipment to 
watch what they want and not be robbed and be bullied into paying for some thing which is their just 
right. 

(R. Johnson Waiuku, South Auckland) 


The DISH distribution policy - a comparison 

Wal-Mart Gets DISH, EchoStar Launches Promotion. Wal-Mart has announced that it will support 
the distribution and marketing of DISH Network satellite TV receivers in 1,900 stores nation-wide. 
Wal-Mart will carry RCA-branded DISH satellite TV receivers manufactured by Thomson 
multimedia. Installation of the equipment and antennas will be performed by DISH Network's national 
installation network, EchoStar said. Meanwhile, EchoStar's DISH Network took the wraps off its 
"WOW - Free Satellite TV" fall promotion, an offering that delivers a $22.99 per-month programming 
package containing 60 channels and free installation. The marketing campaign will reach consumers 
with an extensive nation-wide schedule of print, radio and television advertising. 

The specifics: New customers will be offered a $12.50 equipment credit each month for a year when 
they purchase a Dish301 satellite TV system for $149 and subscribe to America's Top 50 
programming package for $22.99 a month. For those who want TV in two rooms, EchoStar offers new 
customers a $17 equipment credit per month for a year when they purchase two Dish301 receivers for 
$199 and subscribe to America's Top 50 programming package. An additional $4.99 monthly fee for 
programming activation of the second receiver is required. 

Coop's comment: Note that a regular $US35.49 monthly fee is being discounted $12.50 for 12 
months (a savings of $150 - the same as the customer's $149 paid for the reception system including 
STB). Also note the second receiver is $US50 (compare that to what DSE will sell Sky receivers for 
when available later this year) and the monthly fee for the second receiver "activation" (smart card plus 
turn on) is $4.99 (remember that number when we learn what it costs to activate a second STB from 
DSE). 

Look before you leap department 

"All Black classics stuck in TV maul. Sky Television's access to some historic rugby matches for 
its rugby channel is on hold while negotiations take place between the rugby union and TVNZ. Sky 
promotes the 24-hour rugby channel, which has 15,000 subscribers who pay $8.62 a month, as having 
"a wealth of classic archive games from the 1950s onwards". It is understood the New Zealand Rugby 
Football Union has been negotiating with TVNZ for several months for access to its trove of All Black 
footage, held at the television archives in Wellington. Sky is standing by, waiting on the outcome so it 
can negotiate for rights to games from that era. TVNZ says it holds the rights to games broadcast 
between 1963 and 1979. Games played between 1979 and 1995 are jointly owned by TVNZ and the 
NZRFU. The Rugby Union's commercial manager, Trevor McKewen, declined to comment on the 
NZRFU claim on the 1963-79 games held by TVNZ. "We have a good relationship with TVNZ and 
we have had recent discussions about our desire to develop the archival library of New Zealand 
rugby," he said. Sky's director of sport, Kevin Cameron, said the network was working with the 
Rugby Union on the issue. The rugby channel had yet to gain approval to screen many games played 
before the network's 1995 agreement covering the All Blacks matches in New Zealand, the Tri-Nations 
series and all three divisions of the National Provincial Championship. Mr Cameron said negotiations 
with rights holders such as the Rugby Union, the International Rugby Board and their representatives 
were continuing. He said it took time to get hold of the appropriate rights holders to gain permission. 
Sky has secured the rights to screen World Cup matches, including New Zealand's 1987 victory, on the 
rugby channel, which was launched on May I. 

Austar claims a profit - 

Australian "accounting practices" are the butt of accounting firm jokes world-wide. "You want to 
turn this loss into a profit? Reincorporate in Australia!" Rupert Murdoch's News Corp maintains an 
Australian base for several reasons - the major one being the willingness of Australian regulators to 
accept write-offs and subsidiary firm losses against the home court finances. The easiest way to turn a 
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year end loss into a year end gain is to transfer the numbers to Australia and apply Australian 
accounting "rules." 

Therefore the following "financial news" is of only modest (and perhaps humourous) interest: 

Troubled regional pay-TV group Austar United has scraped up its first top-line profit, but 
remains firmly in the hands of banks, having required waivers on its unmet subscriber targets. Austar's 
net loss improved 51.8 per cent on a year ago to $94.4 million, but most of that related to interest 
($17.9 million), depreciation and amortisation. Before those costs, the company managed a $700,000 
profit. Austar has reduced its holding in TV shopping network TVSN from 51 per cent to 22 per cent 
and, when TVSN's losses weren't included, the top-line profit grew to $2.3 million. Earlier this year, 
Austar faced enormous obstacles in refinancing its $400 million debt, and pledged to cut annual costs 
by $90 million. That has resulted in capital expenditure falling 54 per cent over the previous half, to 
$22 million, and expenses from ordinary activities declining 22.9 per cent to $256.2 million. 

But the restructure and tough regional economic environment hit subscription numbers, which fell 
3.5 per cent from the same time last year, to 417,196. That required Austar to seek a waiver from its 
banks on the subscription targets that should have been met by June 30, and again at September 30. 
Austar is also negotiating with its banks on whether it should hedge its interest rates. But chief 
executive John Porter expected subscriber growth in the second half, as numbers had declined as a 
result of a $3-a-month rate increase and improved credit checking procedures. The rate increase lifted 
gross margins at the pay-TV business by 23.3 per cent or $11.1 million. Austar's cash position 
declined by $58.2 million in the half. It now has $44.9 million in cash plus $30 million in a 
contingency account. Mr Porter believed the company was on track to be cash-flow positive by the 
start of 2004. "But we need to see some growth over the next 18 months on the top line and there is a 
range of things happening which we think will deliver that," he said. 

It included potential competition approval for the Foxtel-Optus restructuring, which would increase 
distribution of pay-TV channels produced by Austar's half-owned XYZ Entertainment. 

"We are on the verge of an industry rationalisation that will deliver real value over tume, so | think 
the banks should be feeling pretty confident about now," he said. As for Austar's other businesses, its 
mobile telephony reselling arm lifted revenue 50.5 per cent over the year-ago period, to $4.6 million, 
but Internet subscriptions fell. 

News Corp announces record loss (even using Australian accounting procedures!) 

Billions in the red, but good times ahead: News. Rupert Murdoch's News Corporation professes 
to be poised for strong growth, underpinned by an improved advertising outlook despite posting a 
giant $12 billion loss for the 2001-02 financial year. News Corp paid the price for its high-risk 
investment in electronic television guide company Gemstar as it booked the largest loss in Australian 
corporate history. It sustained blows from its exposure to the Kirch Media group, the loss-making 
Italian pay TV Stream business and the shrinking value of its sports contracts. The $11.96 billion net 
loss, which compares with $746 million in the corresponding period in 2001, was slightly larger than 
market forecasts. Mr Murdoch said he was pleased with the company's performance in the face of a 
global advertising meltdown. "The past fiscal year has been a time of extremely difficult operating 
conditions in markets and economies around the world," he said. 

Net profit before abnormal charges was $1.2 billion compared with $1.3 billion in fiscal 2001. The 
biggest new hit to the bottom line came from another $3.4 billion write-down on News' 43 per 
cent-owned Gemstar in the June quarter. This brought the total write-down for the year to $11 billion 
as the market value of the electronic TV guide group sank lower. "Obviously we were disappointed 
with the write-downs of our investment in Gemstar, which we took during the year due to the 
company's declining share price," Mr Murdoch said. "Nonetheless, we are working closely with 
Gemstar's management to take the necessary steps to restore the value of that important asset." 

Another dent was caused by the $US35 million loss from News’ 50 per cent-owned Stream. Analysts 
questioned the wisdom of News' intentions to merge its Italian pay TV assets with rival operator 
Telepiu. "There have been a number of very poor investments and I think people are questioning the 
due diligence undertaken by this organisation," said UBS Warburg media analyst Tony Wilson. 

Mr Murdoch was optimistic about the advertising outlook and said the group's robust balance sheet 
and lower cost structure positioned it for continued profit improvement. "After a sluggish first six 
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months of the fiscal year, including our recovery from the operational effects of September 11, we 
have seen an improvement in both the American and international advertising markets." 

Fox (USA) Television Stations was the main beneficiary of improved market conditions. Strong 
subscriber growth and advertising sales underpinned a strong result from its cable operations. "Our 
Fox operations . . . are enjoying the success that comes with market leadership and expanded 
distribution," Mr Murdoch said. "At BSkyB in the UK and our pan-Asian Star platform we were able 
to convert the potential of their two premier digital satellite TV services into operating profitability by 
the end of the year." Elsewhere in News Corp's operations, the box office hit Ice Age helped double 
earnings from the filmed entertainment division. Newspapers worsened, again succumbing to the 
prolonged world-wide slump in advertising. In Britain, the print business’ earnings declined by 5 per 
cent. Earnings from its Australian newspaper business declined 7 per cent compared with a 
double-digit increase in the corresponding quarter of 2001. A fall in job advertisements and increased 
newsprint prices eroded gains in circulation revenue. The company's 25 per cent owned Foxtel, made 
an $8 million loss. News declared an unfranked final dividend of 1.5 cents on ordinary shares and 
3.75 cents on its preferred stock, payable October 9. 

Discussion group reaction to Foxtel's 100M loss 


Australia's endangered pay-TV industry is a popular subject for public exchange amongst the many 
Australia based chat room groups. Here are some comments posted following the $A100M loss 
announcement: 


"PAY-TV group Foxtel confirmed its net loss had blown out to $100 million and warned 
Australia's industry was unsustainable under the current regulatory regime. A regime they created when 
they did exclusive contracts all those years ago. ‘In Foxtel's own instance it lost $100 million in the last 
financial year . . . the one just finished,’ Foxtel chief executive Kim Williams told a regulatory 
conference in Sydney. Foxtel, Australia's largest pay-TV group, is locked into expensive programming 
contracts with Hollywood studios which force it to pay for content in US dollars. 

"Looks like I was spot on with my claim that Foxtel would loose another $100 million & the sad fact 
is that PBL & News are refusing to top up the short fall. Telstra on the other hand want to further 
create an access less regime by cutting Foxtel out of bundling. Gees its not a happy place down there 
at Pyrmont's Head Office for Foxtel. Mr Williams referred to reports that Foxtel spent more than 65 
per $1 in revenue on programming costs. 

"Can it be said any clearer than that, of course the hidden message is that when Murdoch Jnr did the 
revised Showtime/Encore (PMP) deal when Galaxy (Australis) died in Mid 98', everybody asked, 
‘what is he on?’. They did a deal where the always weaker Showtime/Encore package was onsold to 
Foxtel for approx US$10.95 per subscription per month. Of course the Aussie dollar was stronger then 
but the main point is that with currency hedging going to run out in early 2002, that US dollar price 
they were paying was going to rise to US$14.95 per month (where it is today). I'll say it again, Foxtel 
are so desperate right now to do a deal with Optus, they are willing to let Optus share other 
programing content in return for the always stronger The Movie Network. (Optus pays US$6.95 per 
subscription per month for The Movie Network & is generally regarded as the stronger movie package 
on Australian pay TV) 'T am not going to share with you the full horror of that figure but it is north of 
65 I can assure you," Williams said. The Australian competition watchdog is currently considering a 
major content-sharing proposal by Foxtel and SingTel's pay-TV arm Optus aimed at salvaging the 
loss-making industry. The full horror is that Foxtel are losing about AUD$0.92c & only generating 
AUD$0.08c per dollar which of course is split up by the 3 partners leaving Foxtel with nothing in 
revenue positive gain. 

"Hmmm, News Limited reporters are now bypassing the Optus name in favour of the SingTel name 
oe could it be due to aggressive marketing by Optus over the last month or so? Mr Williams said $8 
billion had already been spent on Australia's pay-TV industry with no sign of a return on the 
investment. Kim Williams should disregard the Galaxy loss since Kerry Packer's PBL took over 
management rights in 1998. In effect, Optus own their network & is fully paid off, the total valuation 
of money spent was approx $2.7billion. Today, after depreciation. the network is valued at a high $1.1 
billion. 

"On the other hand, the Telstra network is still not paid off (since under the TNC agreement, News 
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Limited have to purchase a certain % from Telstra which they have yet to do for some reason. The 
total money spent on the Telstra HFC network at final count was $4.5 billion and today after 
depreciation it is only valued at a low $300 million. No wonder Foxtel execs are cutting their throats 
with the massive losses Foxtel are continuing to provide due to the impossible access regime they 
created with those exclusive contracts. ‘Australia's subscription television is unprofitable and in its 
current market construction unsustainable,’ Mr Williams said. As well as lobbying for the 
Foxtel-SingTel deal to be approved, the pay-TV industry is also pushing for changes to tough 
anti-siphoning laws which are designed to keep major sporting events on free-to-air television. All of a 
sudden it is a Foxtel SingTel deal now? If that is not a clear indication that Optus is now done with the 
deal, | don't what is. The main reason why the pay TV industry in not making money is due to the 
Foxtel exclusive contracts they have. It's time to let them go .... before Foxtel is also forced to shut 
down. Once again Foxtel are desperate to do the all of a sudden SingTel content sharing deal...... 

"It is believed the Government is considering relaxing the anti-siphoning laws as a trade-off for 
allowing free-to-air networks to introduce digital multi-channelling. Mr Williams used the conference 
to attack anti-siphoning laws as a ‘national outrage’ and said Foxtel had invested hundreds of millions 
of dollars on expectations that multi-channelling would not be introduced before 2005. National 
outrage? Kim Williams either can't read or he is almost out the door at Foxtel .... Only 22% of homes 
have pay TV (based on figures provided by all providers); the other 78% of Australians seem to be 
quite happy with the FTA sports coverage due to Foxtel's hopeless pricing & even more ridiculous 
advertising ........ when will these execs realise that people want programming & quality programming 
at that, not constant bombardment of advertising on PAY TV. In a rare sign of support for Foxtel's 
complaints, the Australian Competition and Consumer Commission indicated it might be willing to 
consider supporting an easing of the anti-siphoning laws. 'The ACCC has in previous submissions to 
the Productivity Commission inquiry on broadcasting certainly indicated due to their inherent 
anti-competitive nature that if they were not meeting their social objectives they should be pretty 
seriously looked at,’ ACCC general manager telecommunications Michael Cosgrave told the 
conference." 


Coop's comment: It could be tempting to 'bash-Australia’ over their failed DVB-T roll out as well as 
the financial horrors of pay-TV (whether by satellite or cable). If you have an interest in such failures, 
we recommend the book, "the Gatekeepers" by journalist Mark Westfield (ISBN 1 86403 102 6). This 
excellent tracing of the developmental history of Australian pay and terrestrial free to air TV is 
available through Av-comm Pty Ltd. (E-mail cgarry@avcomm.com.au). 


Sky's dollars 


"Sky TV result shows improvement. Pay-TV operator Sky Television's annual result was below 
market expectations and in the red, but showed an improvement on last year's figures. Announcing the 
results in Auckland yesterday, chief executive John Fellet said Sky had significantly trimmed its loss 
from $42.3 million last year to $30.2 million in the year to June 30. Sky shares closed unchanged at 
$3.80 yesterday. Despite the market expecting a loss of $27 million, the result was offset by a 17 
percent increase in subscriptions. Sky TV now has more than half a million customers, 50 percent of 
which use the digital service. Total revenues rose 15 percent to $334.6 million. Mr Fellet said Sky was 
on track to break even in the second half of calendar 2003. Sky made two landmark deals during the 
year including getting TVNZ into its digital satellite network. The other was an agreement with 
TelstraClear to provide its service on TelstraClear's cable television. The number of people 
disconnecting the service also dropped to an all-time low of 11.7 percent. Mr Fellet said that so far in 
the new financial year disconnection numbers had been lower compared with the previous year. 
However, net sales were not as buoyant, which he attributed to strong net sales last year, smaller 
backlog in Sky installations and more people watching free-to-air television during the Commonwealth 
Games and the recent general election. Mr Fellet was worried that Sky and Telecom had not reached 
agreement about the future of a package deal presently being offered to customers. Sky has about 
44,000 customers as a result of the arrangement but it is only a trial and due to expire next March. Mr 
Fellet was not confident a deal would be made. Chief financial officer Jason Hollingworth said that 
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despite the deal with Telecom attracting new customers, it was not bringing in the returns the company 
was wanting. "It's bought subscribers on and we would like to bring that into a more permanent 
arrangement. But all that depends on prices and margins and that is exactly what we are negotiating at 
the moment." The company would focus on signing more people up to the Sky service. "If we do a 
deal with Telecom, that will improve it. But we are not banking on that because it hasn't been done," 
he said. Demand for Sky continued to be strong in all provinces, with Otago and Southland recording 
the biggest gains in penetration rates. Wellington recorded the biggest penetration in New Zealand at 
50 percent while nation-wide it was 36 percent. The board confirmed the appointment of Peter 
Macourt as director and chairman, after the resignation of Tom Mockridge. 


Satellite TV channel "fights back" 


Australia's biggest pay TV industry player, Foxtel, is under fire for its decision to pull a 

little-known independent US music channel off the air at the end of the month. California's Soundtrack 
Channel, dedicated to showing music clips from film and TV soundtracks, has approached the 
Australian Competition and Consumer Commission and launched a grassroots campaign on its channel 
in a bid to stay in Australia. STC accuses Foxtel of breaching its promise to conduct a fair and 
unbiased review of the channel during a six-month trial agreed in March. It claims Foxtel refuses to 
show it the results of that review to support its decision to take the channel off air. STC's chief 
executive officer, Bill Lee, said seeing those results would be "in the best interests of its subscribers". 
Foxtel has fired back, saying Australians just are not watching STC. It has accused STC's executives of 
providing misinformation about Foxtel's reasons for pulling the channel. Foxtel part-owns two music 
channels on its platform - the better established Channel V and Music Max. Both far out rate STC. 
Speaking from Los Angeles last week, STC's Mr Lee said: "I think their interests lie elsewhere, in the 
sense they clearly recognise they've got, as cable operators and satellite [operators] they're in the 
distribution business, and they clearly recognise the value of the real estate that they have in the forms 
of cable and satellite systems and subscribers. "I also know that they're in the programming business." 
STC has been told that Optus is also taking the channel off the air. STC entered the Australian pay TV 
market in March and acquired the country music channel, Music Country. STC uses that one channel 
to broadcast Music Country and its own soundtracks. The dispute comes against the backdrop of the 
ACCC's deliberations over whether to approve content-sharing alliance between Foxtel and Optus. 
"Is it a coincidence?" Mr Lee asked. Foxtel has vehemently denied any inference that the Optus and 
Foxtel decisions were related. Foxtel's director of corporate affairs, Mark Furness, said "whether or not 
Optus carries STC is a decision for Optus". "The facts are the channel is vastly under performing and 
we can't continue to carry it," Mr Furness said. 

Coop's comment: STC (or "Music Country") is likely to terminate its Pacific region service on 
PanAmSat PAS-8 on or shortly after September 1. Several hundred private individuals who purchased 
special Scientific Atlanta D9223 receivers for this service will have no alternative but to trash the 
US$1,600 receivers which Scientific Atlanta seldom (if ever) allows to be reprogrammed for an 
alternate service. 


INL announces profit increase 


Independent Newspapers Limited announced a consolidated net profit after tax of $37.8 million, 
a 45 per cent increase on the prior year. The result includes both INL's publishing business and its 
66.25 per cent share holding in Sky Network Television. The company will pay a steady final 
dividend of 4.5 cents a share, after paying an interim of 4.0 cents a share. In a press release, INL 
Executive Chairman Mr Ken Cowley said the consolidated result reflected a pleasing improvement in 
Sky's financial performance, with Sky on track to break even in the second half of calendar 2003. 
Sky's net operating loss was cut by 29 per cent to $30.2 million on the back of increased subscribe 
numbers and higher average revenues per unit. Mr Cowley said INL Publishing's operating ebitda 
continued at recent highs, down slightly (1.1 per cent) on the prior year to $119.5 million. He said 
most of INL's publications had posted advertising and circulation revenue gains during the year. 
However, a declining performance by Wellington Newspapers had dragged down the overall result. 
Overall, the company's ebitda margin declined slightly from 23.2 per cent to 22.6 per cent, but if we 
exclude Wellington, EBITDA margin rose 0.9 per cent Mr Cowley said. "We have addressed this 
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under performance in Wellington with our decision to merge the two Wellington daily newspapers into 
The Dominion Post," he said. "The shift to a single, stronger paper has allowed us to reduce costs 
significantly and pursue advertising and revenue growth." The press release said The Dominion Post - 
launched on July 8 - was enjoying strong reader and advertising support. In its first month, The 
Dominion Post averaged daily sales of more than 100,000, with most advertisers converting to the new 
paper. Across the publishing group, total circulation revenue had increased by 2.3 per cent, with The 
Geelong Advertiser having the strongest circulation gain in the group following its November 2001 
switch to tabloid. Average net paid sales increased by nearly 1 per cent, an encouraging improvement 
on the overall decline of 2.3 per cent in the prior year. Total advertising revenue was also up by 2.3 
per cent, or $7.7 million. Again, the adverse Wellington results suppressed advertising volume and 
yields on the daily newspapers, but this was offset by strong revenue growth in community 
newspapers (up 8.7 per cent) and weeklies (up 3.1 per cent). INL Magazines performed strongly while 
the Gordon & Gotch distribution business was impacted by lost volume and INL Interactive's business, 
Stuff.co.nz halved its net losses. Total costs increased by $7.8 million (1.8 per cent), primarily 
attributable to a $4 million rise in newsprint expense due to higher circulation and increased newsprint 
prices. Group permanent full-time and part-time staff numbers declined from 3,302 to 3,214 and 
following already announced decisions would be further reduced to 2,980 by the September quarter 
2002, 2,640 of which would be full time. The results included a one-off charge of $8.4 million 
covering The Dominion Post restructuring, a further $1.3 million charge from restructuring at the 
Christchurch Press and other severance charges of $4.1 million around the Group. Non-cash one-off 
items comprised $2.7 million, including amortised goodwill and written off asset values following the 
sale of buildings in Australia and minor publications in New Zealand. Despite funding a $36 million 
share buy-back, debt attributable to the publishing division reduced $10 million to $452 million due to 
strong operating cash flows from the publishing division, up $5 million, reduced capital expenditure, 
down $5m, and sharply lower income tax expense because of the transfer of Sky TV's tax losses on 
consolidation. 

INL's outgoing CEO, Mr Tom Mockridge, said in the press release the overall result was that INL 
had funded an increase in its investment in Sky TV while increasing net profit 45 per cent, an outcome 
much more favourable than that anticipated by the independent assessor when the acquisition was first 
contemplated last year. Subsequent to balance date, INL had completed the sale of its two smaller 
Australian newspapers, further reducing the publishing division's debt from $452 million at 30 June to 
$430 million at 30 July. On a fully consolidated basis, INL's ebitda rose 75 per cent to $218.6 million 
and net debt increased from $740.8 million to $779.9 million. Looking to the challenges ahead, INL's 
Executive Chairman, Mr Ken Cowley, said INL's focus would remain on margin improvement. 

"We will achieve this by continuing to capture synergism across the publishing business and with 
Sky, by targeting growing circulation, improving advertising yields and maintaining a tight control on 
expenses." 

PanAmSat wars of possible losses 

International satellite carrier PanAmSat in a required filing with the American Security and 
Exchange Commission is alerting investors to possible financial problems in the current fiscal year. It 
does not identify "which 8 largest customers" may be unable to meet the terms of their lease 
agreements for transponder space but we should be aware that Sydney based TARBS currently leases 
5 PAS-8 Ku-band transponders which would make it one of the most significant customers 
world-wide. The report: 

PanAmSat says 8 top customers may not meet contracts. Satellite communications firm 
PanAmSat Corp. (nasdaq: SPOT - news - people) has warned that eight of its top customers, which 
represent 20 percent its backlog, may not be able to meet the terms of their contracts. In a quarterly 
filing with the U.S. Securities and Exchange Commission, PanAmSat said the largest of these 
customers represents about $609 million, or 11 percent, of its total backlog and $83.9 million, or 10.4 
percent of its expected 2002 revenue. PanAmSat had $5.55 billion in total backlog as of June 30. 
Wilton, Connecticut-based PanAmSat said the eight customers are currently meeting "substantially all 
of their obligations". Company officials declined to identify the customers. James Cuminale, executive 
vice president and general counsel, said PanAmSat identified the risks based on factors including the 
nature of the customers’ business and the amount of capital they have. PanAmSat uses its satellite 
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network to transmit television, video and Internet services for broadcasters, Internet service providers 
and telecommunications companies. PanAmSat's business has been hurt by the slow economy and 
downturn in the telecommunications industry. "It wouldn't be surprising to us to find them perform to 
the length of our contracts," Cuminale told Reuters, stressing that the company did not see any 
near-term risk. "On the other hand, given the analyses and the review we've done, we feel they 
represent enough of a risk to indicate to investors that there's some potential for inability on their part 
in the future to perform." Cuminale said it conducted the review "due to the sensitivity of the 
disclosure, the economic events and conditions that have persisted over the course of 2002 and some 
serious business failures that have occurred over the course of the year that have caused people to be 
concerned." Shares of PanAmSat closed off 76 cents or 3.4 percent at $21.64 on Nasdaq. PanAmSat is 
81 percent owned by satellite television company Hughes Electronics Corp. 

TARBS, meanwhile, has been urging NSW and Victoria councils to clamp down on the installation 
of C-band satellite dish installation. TARBS currently carries more than 50 TV channels sourced 
world-wide; all but six (including ESPN, CNN, TCM) are ethnic representing many Asian, middle east 
and European countries including Russia. The TARBS marketing plan is to contract with state and 
private broadcasters outside of Australia for the "exclusive right" to carry their services in Australia 
(and eventually beyond). 21 previously free to air (FTA) services, once available to Australians with 
modest sized (1.2 - 2.4m) C-band dishes, have converted from FTA to CA as a result of the TARBS 
initiative. TARBS offers cash money to the broadcasters when they agree to eliminate the FTA 
services into Australia and at one point optimistically predicted 250,000 Australian homes would 
become subscribers to their service. 

The ethnic home base in Australia has become increasingly incensed about this situation, thousands 
who have previously invested up to $A3,000 (but more typically $A1,800 region) in C-band dish 
systems are now without service after TARBS negotiated exclusive deals with the broadcasters who in 
tum switched from FTA to CA. TARBS, not known for its good public relations sense, has been 
issuing public press releases which only serve to throw petrol on what is already a raging fire of 
animosity towards the firm (one such recent release follows). 

TARBS uses a conditional access system that is unique and until recently seemed to be beyond 
piracy hacking. However, the (Taiwan sourced) 'MDS receiver system’ has now been cracked allowing 
pirates to produce smart cards as well as being able to rewrite EPROM chip instructions internal to the 
receiver resulting in a hacked service. The piracy "solution" is not as simple nor as elegant as the 
"soldwafer card" attack on the more simplistic Irdeto based encryption used by Austar/Foxtel/Optus 
but the anger towards TARBS has reached a stage where non-Australian hacker experts (so-called 
‘travellers’ in the trade) have been flown into the country to work out hacking solutions. More recently, 
a newly available product package allows someone in Australia (for example) to "capture" an 
encrypted data stream in real time and record it for analysis at a distant point. One such approach has 
been described to sister publication SatFACTS as follows: 


“The guy came with a suitcase type Acer PC which had a PCI receiver card made by Adherent 
UK now a subsidiary of Tektronics. After setting the tuning parameters it locked on the signal, 
captured and record 2 minutes 30 seconds per file for 10 channel bouquet like FOX 12438. The 
file can be played back repeating the same file to output continues stream. At the factory they 
modulate the stream in L band. By feeding the signal to a receiver the receiver will work as if it 
was set in Australia with all the NIT and PID information. This enables a manufacturer to 
simulate DVB signal which can not received at the manufacturer's site, needed for debugging 
purposes. Local Tektronix agent NewTek Sales Pty Ltd have quotes A$3090 + gst. | believe the 
same can be achieved using a Nokia 9500 with SCSI drive. 


TARBS depends upon the same installer base as is available for Austar and Foxtel. A SatFACTS 
survey of installers suggests most manage fewer than 2 (the average is 1.7) TARBS installs per week 
which works out to under 2,000 per month nation-wide. It is unlikely TARBS has accumulated more 
than 35,000 total subscribers during the period they have been in business, far short of the 250,000 
they predicted as recently as one year ago. Now, with the 90% certainty that wholesale piracy of their 
service will develop during the next 60 days, their business plan could be facing "implosion." The 
press release, perhaps sounding a bit like the screams of a drowning man, follows: 
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Press Release - TARBS warns against large satellite dishes 
TARBS Cautions Australia's Multi-Cultural Communities Against Buying Expensive Satellite 
Dishes 
8/21/02 
Australia's premier multi-cultural Pay TV and Radio broadcaster, TARBS World TV, has warned 
Australia's multi-cultural communities against buying expensive, large satellite dishes to watch 
overseas programming. TARBS World TV Chief Executive Officer, Mrs Regina Leviste-Boulos, 
said “A growing number of local councils across Australia are becoming increasingly 
concerned with the negative visual impact generated by large dishes and as a result, are now 
implementing tough, new restrictions against their use. "We are concerned that a growing 
number of multi-cultural families are wasting as much as $3,000 to buy and install expensive 
satellite dishes to watch their home broadcasters, as they are running the risk that their local 
councils will order these dishes off their roofs," said Mrs 
Leviste-Boulos. "Families are also running the risk of their satellite's’ transmission 
becoming encrypted without notice, or the broadcasters’ satellite systems changing," she 
added. For around $60 a month, families can watch programming from their homelands 
on the TARBS World TV Direct to Home satellite broadcasting system. TARBS now delivers a 
combination of quality multi-cultural broadcast services via small, unobtrusive 65 cm. dishes 
on roofs, which are guaranteed to meet local council regulations. TARBS World TV is quickly 
moving to service more than 1 million multi-cultural households in city and regional areas 
across Australia with its extensive range of 65, 24 hour multi-lingual Pay TV channels, 
including Mandarin, Cantonese, Arabic, Italian, Filipino, Korean, Spanish, 
Portuguese, Macedonian and Russian channels. Subscribers also receive six quality English 
language channels, with a range of other language channels and services to launch soon. 
TARBS World TV is able to offer viewers the best in multicultural broadcasting via its exclusive 
long term programming joint ventures and licence agreements with the world's leading 
broadcasters and distributors. TARBS World TV currently broadcasts its range of multi-cultural 
and English language Pay TV channels from its headquarters in Pyrmont, Sydney, through its 
Direct to Home satellite broadcasting system. “By subscribing to TARBS World TV, households 
do not need to go to the expense and trouble of organising their own large dishes and then 
having to take the very real risk that either their channels may disappear or that local councils 
may ban the use of their dishes,” concluded Mrs Leviste-Boulos. 


In fact, several Sydney suburban communities have been active demanding removal of C-band dishes 
from homes in the past month. However, where competent legal support has been available to dish 
owners, the councils have almost always backed down on their demands. TARBS and the councils are 
apparently counting on people not contesting the dish removal demands and are playing a public 
notice game designed to "scare" users into becoming TARBS customers. The following report 
appeared in Sydney: 


Roof dishes get bad reception. They look like the suburban version of the Parkes radio telescope 
and with diameters of up to 2m the satellite dishes capture anything from Asian game shows to 
European soap operas. But the increasing number of large receivers is angering councils which are 
pushing for them to be removed. When placed on people's roofs, the black mesh dishes are seen as an 
eyesore and regularly attract complaints from neighbours. 

Fairfield City Council wrote to three householders and fined them each $1500 for refusing to 
remove the dishes. They had previously received two letters warning that their erection was unlawful. 
Orders have been issued against the owners of 77 premises since April, resulting in the removal of 38 
dishes. Council's building surveyor Peter Green said he was unhappy that many satellite dish installers 
charged up to $2500 to install the dishes but did not tell people they needed council approval. “I'd like 
to be able to take action against the installers but I can't do that under planning laws," he said. Mr 
Green said most of the council orders had followed resident complaints, sometimes through their 
ward-elected councillor. The dishes are often used by families from a non-English speaking 
background to catch free-to- air stations from countries as diverse as Portugal, Spain, Greece, France, 
Italy and Cambodia. People are also able to obtain the news services CNN and CNBC. The images are 
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captured from satellites such as AsiaSat or PanAmSat launched about three years ago. The 
south-western Sydney council voted last week to continue its campaign to rid the area of unlawful 
satellite dishes and also embark on an education program regarding planning rules. "There is a prolific 
number of satellite dishes in prominent positions that constitute a visual intrusion into the skyline and 
streetscape through the council area," a council report says. On occasions, three residents in the same 
street have been forced to remove the dishes because they are in a prominent position. Fairfield is not 
the only council to take action against the dishes both Strathfield and Ryde councils have also had to 
deal with complaints. While the average pay television dish is only about 650mm wide, and is usually 
exempt from council rules if it cannot be seen from the street, the larger satellite dishes can be 
anywhere up to 1.8m wide. Fairfield City Council wants people to lodge a development application, at 
a cost of $110, before erecting a dish with a diameter greater than 650mm. One Fairfield West man 
interviewed by The Daily Telegraph said he had installed a dish after being told he did not need 
approval. The man, who fled Cambodia in the late 1970s, says he uses the dish to learn about 
happenings in his homeland. 

How many are there? 


World-wide Satellite TV Total: 45 Million. According to the latest issue of Screen Digest, nearly 
7.7 million digital satellite subscriptions were added across the planet in 2001, bringing the world 
digital satellite market to more than 45 million subscriptions. European services added about 3 
million customers during the year, far short of the 5 million added in 2000, Screen Digest said. More 
than | million of the additions were in the United Kingdom and Ireland, served by satellite TV giant 
British Sky Broadcasting. Japan's SkyperfectT V! was the fastest growing platform in Asia, taking its 
year-end 2001 total to 2.506 million. That represents a growth rate of 16.9 percent. North America 
DTH services made the largest contribution to the world-wide DTH increase, adding about 3.3 million 
customers. EchoStar's DISH Network added the most subscribers, with a net increase of 1.6 million 
customers, followed by DirecTV with 1.2 million additions. 


Signs of the times 


Scientific-Atlanta Cuts 400 Jobs. Cable equipment maker Scientific-Atlanta announced it is cutting 
400 nonmanufacturing jobs, or about 6 percent of its work force. Scientific-Atlanta said the latest cuts, 
caused by reduced demand for its products, will reduce its costs and expenses by approximately $40 
million annually, starting in the second half of its 2003 fiscal year. The cuts, which include 245 jobs in 
Atlanta, would reduces the number of employees to about 6,250 world-wide. Atlanta will have 1,639 
employees after the cuts, most of which are effective immediately. In July, Scientific-Atlanta 
eliminated 1,300 jobs at its manufacturing plant in Juarez, Mexico -- about 30 percent of the work 
force there. “Scientific-Atlanta deeply regrets the effect of this down sizing on its dedicated 
employees," the company said in a statement. ‘‘However, the company believes that these actions are 
necessary to align its costs with reduced sales levels." On the New York Stock Exchange, Scientific 
Atlanta rose 49 cents, or 3.7 percent, to close at $13.90. 


Alas - the BBC World Service could be in serious trouble 


Minister backs plan for BBC World Service TV channel. The (British) government is 
considering a radical plan to invest public money in a television equivalent of the BBC World Service. 
Foreign Office officials are examining ways of using public and private funding to turn the BBC's 
struggling international TV news channel, BBC World, into a global player along the lines of the 
World Service radio network. The use of public money would infuriate rivals such as CNN, but 
ministers believe World Service TV would be more than just a news channel: its existence would 
promote "good governance" and help raise Britain's international profile. Dennis MacShane, the junior 
minister responsible for World Service funding, said: "A World Service television network that was 
popular and successful would do more to promote British interests abroad than almost anything else I 
can think of." 

He said that a television version of the World Service could be broadcast in some of the world's 
major languages - at the moment, the radio network can be heard in 43 versions including English - 
with particular concentration on "areas of crisis". The incentive to boost the reach of BBC television is 
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clear: the World Service's radio audience fell by 3 million last year to 150 million after years of 
growth. Audiences in India and Indonesia have dropped over seven years by 45% to 14.6m. 

But BBC World - the corporation's existing international (TV) news channel - is dogged by crippling 
losses, which rose from £13.2m in 2000-01 to £15.3m in 2001-02. It does not have the same 
reputation for speed and impact as CNN, although its impartiality and tone have won recognition 
around the world since September 11. The BBC is attempting to turn BBC World's fortunes around 
by bringing it into a "global news" division headed by the World Service director, Mark Byford. 
Under the plan, which is awaiting approval from the Department of Culture, Mr Byford would take 
charge of the BBC's international TV, radio and online news services. Under present rules, BBC 
World TV can not draw on public funding, and must remain separate from the domestic news channel, 
BBC News 24. Mr MacShane suggested the two could eventually be merged. "It's absurd that News 
24 is funded out of the licence fee while BBC World has to be funded from advertising. These are the 
first areas that we have to look at. We have to see how they could come together." The first 
opportunity for changing the BBC's funding rules will come at the renewal of the corporation's charter 
in 2006. The plans are at a very early stage, and no decision about whether to commit any new public 
money would be reached until officials and the BBC came up with a firm set of proposals. Mr 
MacShane said BSkyB would be invited to submit ideas on how it could become involved. Mr 
Byford said the first priority was to make the current BBC World television channel break even by 
2006. Asked whether eventually it could be turned into a multilingual service along the radio model, 
he said: "In the past we have had an Arabic TV service and a Hindi TV service, but they have not 
worked. Anything is possible, but they cost money." 

Staff at the World Service would be suspicious of any switch in priority to television. One said: "It 
sounds like a mad idea. Radio is so cheap - look at what you get for your money with the World 
Service. With TV you get much less bang for your buck." The Foreign Office has agreed a generous 
increase in the World Service's grant of about £180m that amounts to an extra £48m over the next 
three years, significantly above the rate of inflation. The World Service has earmarked an initial £8m 
for Afghanistan and the Arab broadcasts, and to expand news and current affairs programmes for 
Africa, where audience levels are rising. New programmes will focus on development and heaith 
issues, including Aids. It will also start an English language business service for China. Its 
controversial policy of switching broadcasts from short wave to FM will be extended. 

And a second take on the same subject: 

Now for Planet TV. Maggie Brown examines the World Service's television plans. It has been 
clear, ever since September 11, that the World Service has been on a roll, recognised as a great British 
institution, able to bring objective and trusted news and information to the most fraught areas, for a 
comparatively small outlay - £188m last year. But quite how ambitious, confident, and, yes, empire 
building it is feeling has become apparent with the news that, as it gears up to celebrate its 70th 
birthday on December 19 - it began life as Broadcasting to the Empire from a transmitter in Daventry - 
it plans to add a television channel. Mark Byford, its director, and Gavyn Davies, BBC chairman, 
have been negotiating to expand the World Service brand from radio - where listening in key areas 
such as India is falling - and the Internet, into a full-blooded 24-hour global T'V news channel. There 
were hints in the annual report. The corporation has just asked the government, initially, for permission 
to move BBC World, the chronically loss-making commercial news, current affairs and BBC repeats 
service, funded by advertising, into a new global news division, headed by Byford, where it will be 
made "much more focused" on news, he says. The Foreign Office is supportive about future 
development. It grants World Service funds, and has just agreed the most generous new settlement 
ever - £48m extra money over three years, double the real increase built into the BBC licence fee. This 
might even result in a hybrid service being eventually created, part funded by public money. There is 
even a suggestion, raised by the Foreign Office, that the licence fee agreement could, in the 2006 new 
charter, be rewritten to allow some funds raised here to be directed into a global news channel. The 
government is toying with the idea. The minister involved, parliamentary under-secretary Denis 
MacShane, is in basic sympathy with the proposal, which was first mooted by the BBC in the 1980s, 
but rejected by Margaret Thatcher. He says it is being examined seriously. The BBC also runs News 
24, as a domestic news service. Its performance is currently being reviewed by the Department of 
Culture, Media and Sport. MacShane sees the World Service's challenge for the 21st century as, 
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"building a World TV service which has the same impact as radio had in the 20th century. There's no 
doubt, wherever you go, in even the poorest countries, people are watching television. But it has to 
have the BBC name up there and it has to be public service." On the radio side Byford has plans on 
what to do with the extra money. The first priority and initial £8m tranche is for Afghanistan and the 
Arab world, to keep 24-hour services running and expand programming in Pashto and Persian. There 
will also be a wider range of programmes devised for Africa, where listening is nsing, beyond news 
and current affairs programmes such as Network Africa and Focus on Africa. Development and health 
issues in a continent devastated by Aids are top priorities. It will also start an English language 
business service for China. After this is fixed, World service will ramp up its conversion to FM 
broadcasts and away from short wave, so audiences get better reception (70% of output is still in 
crackly short wave). The target is to ensure FM coverage in 75% of the world's capital cities. After 
that, it will develop more foreign language web sites, which have been the success story of the past 
five years. But the incentive to drive into television can only be reinforced by its sobering experience 
in India and Indonesia. Total audiences last year dropped 3m to 150m after years of solid growth, due 
to "exploding competition". The survey of India, historically one of the key audiences, showed that 
they had melted away over seven years by 45%, to 14.6m. "In India, TV has gone from 19% 
penetration of the population to 68% in a decade. Radio has fallen from 50% to 24%," says Byford, 
who is devising a fight back. BBC World attracts one of its biggest audiences in India. That's why a 
tri-media strategy, bringing in the missing link of television, looks so compelling. And when is a 
government likely to be more supportive? 

New Zealand's rural broadband politics 

It was November 2000 at the E-commerce Summit that the Government first addressed concerns 
about the growing "digital divide" - not between rich and poor but between urban and rural 
communities. Information Technology Minister Paul Swain said the Government was committed to 
securing Internet access for all. But chief executive of Aoraki Corporation and chair of the summit Sir 
Gil Simpson chimed in by saying Internet access for everyone in New Zealand wasn't possible. At the 
press conference it was asked, "why not?" Swain said rather than ensuring Internet was available to 
every home, the first step would be to provide public access at community level, in libraries and 
maraes. Sir Gil said Internet everywhere was not feasible, especially for the more remote parts of the 
country, because it would be far too expensive. 

Two years later their comments - besides having an appalling lack of vision - seem quaint. But the 
distressing part is that today it's still true. Large parts of the country can't get Internet access or have 
phone lines of such poor quality that dial-up Internet is too slow and intermittent to be bothered with. 
The situation is even worse when it comes to the prospect of fast Internet. At least 15 per cent of New 
Zealand homes - including some in urban areas - simply can't get Talcum's Jet stream because they're 
outside the technology's reach. Not to mention the exorbitant prices Telecom charges which ensure 
only the rich can afford it. But that's apparently all about to change thanks to the Government's Probe 
(Provincial Broadband Extension) project. Probe aims to make broadband available to most of New 
Zealand's 2800 schools by November 2003 and to all of them by November 2004. It divides the 
country into 14 regions and purports to have some "tens of millions" of dollars of Government money 
to help the regions achieve the goal. In the process of providing to schools Probe hopes broadband 
will also reach others in the digitally impoverished regions and "encourage competition in broadband 
telecommunications". But here's where you have to wonder whether the Government has really 
thought things through. 

Dividing the country into 14 regions is not necessarily a bad idea. But it automatically disadvantages 
one solution that could meet all the Government's needs in one cost-effective swoop. We are talking 
about two-way broadband via satellite. Pah, you say, echoing Sir Gil - too expensive and too 
unreliable. But you'd be wrong. A little research shows two-way broadband via satellite is not only 
viable for covering the entire country, but also, with the right number of subscribers, quite reasonably 
priced. Equipment manufacturer Nera for example says it could provide 1000 access points anywhere 
in New Zealand for $10 million. That includes the cost of setting up a satellite hub station or teleport 
and the leasing of the 90cm satellite dishes and terminals used by subscribers. Ongoing costs for 
640Kbps download and 128Kbps return path Internet access would be a flat rate of $280 a month 
including voice calls. Not a great price for residential subscribers I know, but certainly reasonable for 
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small businesses and schools for feeding multiple users. Nera estimates the cost of reaching all of 
New Zealand's schools would be $25 million. The company is not just making this up. It provided 
with a detailed business case that showed a return in the second year. Nera is also supplying 
incumbent Norwegian telco Telenor with equipment to provide access to Norway's schools. Nera's 
position is backed up by other digital video broadcasting (DVB) return channel by satellite (RCS) 
providers such as Aramiska which offer services to the UK starting at £199 ($650) a month for a 
256/64Kbps service. Or Blastsurf which offer two-way satellite access at starting at US$70 ($150). 
Intelsat - which has several satellites over New Zealand - has examples too such as its just announced 
broadband satellite service in Colombia offered over a Gilat SkyStar 360E platform. Then there's 
New Skies, which announced in May it was planning to sell two-way satellite services here. So if this 
is such a viable technology, why hasn't it happened here? 

Probably because no one is prepared to take the $10 million to $20 million investment risk without 
being assured of some customers. Nera does admit it is at present working with Wellington-based 
satellite systems integrator V-SAT Communications to establish the network infrastructure for a 
DVB-RCS system. It says also it's in discussions with several service providers to establish an operator 
organisation to run the network. Sky TV, our only residential satellite provider here, has unfortunately 
missed the broadband boat because both the set-top boxes and dishes it has chosen for digital TV 
aren't capable of two-way broadband. A broadband satellite operator here also needs an Internet 
termination contract with a local telco and interconnect agreement if it is also to provide voice calls. 
But the satellite model doesn't fit well with either Telecom or TelstraClear because it threatens their 
investment in traditional wire-line technology. Ditto for TVNZ's transmission arm BCL which has 
most of its investment eggs in a terrestrial digital wireless network. To find the $25 million or so 
funding for the establishment of a DVB-RCS based network to meet Probe's requirements it makes 
much more sense to combine the demand and requirements of all the 14 regions. But the Probe 
project and the Government have their eyes on the ground when they should be looking to the skies. 
Open TV is "closed" 

OpenTV No Longer Sees Profitability. OpenTV, maker of software for digital interactive TV, said 
it no longer expects to achieve pro-forma profitability in the fourth quarter and does not see revenue 
growth in the second half. The company, which will soon be controlled by US. cable mogul John 
Malone's Liberty Media, issued the earnings warning as it posted a 38 percent drop in revenue in the 
second quarter and a net loss of $30.8 million. OpenTV reported a loss of $120.2 million in the same 
period of last year, but that figure included 

$97.7 million of goodwill amortisation. On a pro-forma basis OpenTV had a net loss of $16.4 
million on $14.2 million in revenue in the April-June period versus a $4.1 million loss on $22.8 
million in revenues a year ago. Pro forma results exclude items like restructuring costs, amortisation of 
goodwill and acquisition-related costs. On its second half revenue expectations, officials were not 
available to clarify if OpenTV was referring to growth against the same period in the previous year or 
versus the first half. The California-based company, which has a listing in Amsterdam, blamed its 
sagging results on current cable industry woes that have significantly slowed the deployment of 
interactive television technology and content needed to attract users. 

OpenTV software lets TV viewers play games, get e-mail and personalise programming. Its more 
advanced versions can also provide for Web browsing, video on demand (VOD) and voice over IP 
(Internet protocol). "To further reduce operating expenses and preserve our strong cash position, the 
company plans to institute a series of aggressive cost-cutting measures," OpenT'V said in a statement. 
Under a restructuring plan that needs to be approved by Liberty, the company plans to eliminate $20 
million in annual expenses. Details of the plan will be released in the third quarter. OpenT'V is the 
market leader in software for digital interactive TV with more than 27 million units deployed 
world-wide. Its clients inclide News Corp's BSkyB and EchoStar. In May, Liberty agreed to buy a 
controlling stake in Open TV for $185 million in cash and stock. 

Coop's comment: OpenTV was first ordered in NZ by Saturn Cable for its Christchurch roll out of 
interactive digital TV services. It is a 'middleware' or operating system built into STBs (whether 
satellite or cable). Their claim of being in 27 million STBs is a bit misleading. That merely means 27 
million STBs have been manufactured with some form of OpenTV functions. Unfortunately, more 
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than 90% of the STBs with this function built-in are never activated for OpenTV. The concept was 
good but only if, "you said it fast." It is another of the dotcom failures. 
About proper accounting practices in telecommunications 
Charlie Speaks as EchoStar Reports 2Q. EchoStar CEO Charlie Ergen commented on the 
high-profile corporate accounting scandals plaguing Wall Street and investors, criticising executives 
and companies that were less than honest about reporting their financial status. During EchoStar's 
second quarter conference call, Ergen said he has been closely watching executives in trouble with 
their sketchy tactics as well as "business practices that always made me wince." He added that 
EchoStar doesn't anticipate any changes to its accounting methodology, and there are no plans to 
restate past financial reports. "We have the discipline in place to compete effectively," he said. Ergen 
also said he still expects EchoStar's pending merger with DirecTV and Hughes to win regulatory 
approval before the end of the year. For the second quarter, EchoStar's DISH Network added 
approximately 295,000 net new subscribers. DISH Network had approximately 7.46 million 
subscribers as of June 30, the company said. And EchoStar posted a profit. The company's net income 
totalled $46 million for the quarter, compared to a net loss of $6 million reported during the 
corresponding period in 2001. The net income figure includes the benefits of nonrecurring legal 
resolutions and royalty adjustments, EchoStar said. Second quarter revenue was $1.169 billion for the 
quarter, a percent increase compared to $966 million for the same period in 2001. 
Russians rediscover extra-frame subliminal advertising 
Official: Russia to Monitor TV. All Russian TV channels will be screened for extra video frames 
containing subliminal messages by the end of the year, a broadcasting official has announced, Deputy 
Press Minister Valery Sirozhenko told ITAR-Tass news agency that special monitoring equipment 
would monitor channels inserting extra frames, amid growing reports of their use on Russian airwaves. 
Violators could face fines or have their broadcast licenses revoked, ITAR-Tass said. The news agency 
said unofficial data suggests a fifth of Russian TV programs have extra frames, containing messages 
ranging from those urging viewers not to switch channels to political ads. 
And we leave you with: 
"Based on a survey, Continental Research says 34% of UK viewers would not buy DTV 
reception devices even if they were priced as low as 25 UKP." 


For continued service: 


v¥ SatFACTS Monthly. NZ$70/Australian $96/US$75. Visa or Mastercard details 
(card #, expiration date, card holder name) plus name and mailing address of 
subscriber to SatFACTS Monthly, PO Box 330, Mangonui, Far North, New 
Zealand. 


¥ Coop's Technology Report: Provide VISA or MASTERCARD detail (card #, 

name on card, expiration date) and full mailing address PLUS e-mail contact 
address to : 

CTR, PO Box 330, Mangonui, Far North, New Zealand. 


You will be charged for one issue at a time, ONLY when it is being mailed to you, 
at rate of NZ/A/US$25 per issue for airmail delivery. There is NO schedule and 
with each issue you will be asked to confirm that you wish the next issue. 
This is Coop's Technology Digest without a schedule - as industry events, 
available time and personal skills and health allow. 


This is the final issue of Coop's Technology Digest; 
thank you for your loyalty and support! 


Final issue/COOP'S TECHNOLOGY DIGEST - page 20 


